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BEFORE THE
CALIFORNIA BOARD OF ACCOUNTANCY
DEPARTMENT OF CONSUMER AFFAIRS
STATE OF CALIFORNIA :

In the Matter af the Accusation Against:
PHILIP G. HTIRSCH

121 29th Street
Newport Beach, CA 92663

Case No. AC-2004-24
OAH No. L-2005060708

STIPULATED SETTLEMENT AND
DISCIPLINARY ORDER

Certified Public Accountant Centificate No. -
38582

Respondent.

IT 1S HEREBY STIPULATED AND AGREED by and between the parves 1o the

above-entitled proceedings that the following matters are true:
_ PARTIES

1, Carol Sigmann (Complainant) is the Bxecutive Officer of the Board of’
Accountancy. She brought this action solely in her official capacity and js represented in this
matter by Bill Lockyer, Attorney General of the State of California, by Karen L. Gordon aud T.
Michelle Laird, Deputy Attomeys General.
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2. Respondent Philip G. Hirsch (Respopdent) is tepresenting himself in this
proceeding and has chosen not to exercise his right to be represented by coumnsel.

3. On or zbour September 23, 1983, the Board of Accoumntancy issued
Certified Public Accountant Certificate No. 38582 to Phibp G. Hirsch (Respondent). The
Cartificate was in full force and effect at all times relevant to the charges brought in Accusation
No. AC-2004-24 and will expire on December 31, 2006, unless repewed.

JURISDICTT

4. Agcusation No. AC-2004-24 was filed before the Board of Accountancy,
and is currently pending against Respondent. The Accusation and all other s._tatuton‘ly Teguired
documents were properly served on Respondent cm‘April 15,2005. Respondent timely filed his
Notice of Defense contesting the Accusation. A copy of Accusation No. AC-2004-24 is nitachied
as Exhibit A and mcorporated herein by reference. |

ADVISEMENT AND WAIVERS

5. Respondent has carefully read, and understands the charges and aliegations
in Accusation No. AC-2004-24, ‘Respondent has also carefillty read, and understands the offects
of this Stipulated Settlement and Disciplinary Order.

6. Respondent is fully aware of his legal rights in this matter, including dve
right to & hearing on the charges and allegations in the Accusation; the right 10 be represonted by
counsel at his own expense; the right to confront and cross-cxamine the witnesses again.cf hinag
the right to prosent evidence and to testify on his own behalf; the right to thé issuance of
subpoenas to cormpel the attendance of witnesses and the production of documents; the right (o
reconsideration and court review of zm adverse decision; and all ather rights accorded by the
California Adeministrative Procedure Act and other applicable laws.

\ 7 . Respondent volnh’rarily, knowingly, and intelligently waives and givesup
each and every right set forth above.
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8. Respondent admits the truth of each md'every charge and allegation in
paragraphs 1 through 6 in Accusation No. AC-2004-24. Ir addition, Respondent:

A.  Admits the Charges in the First Cause for Discipline that he is
subject to disciplinary action under Section 5 100(h) of the Business and Professions Code
(hereinsfter Code) in that l;xe was denied the right to appear or practice before the United States
Securities and Bxchange Commission as a result of an order issued by the Securities and
Exchange Commission on May 22, 2003 in a case enfitled the Master of Philip G. Hirsch,
CPA, Administrative Proceeding File No. 3-11133;

B.  Admits the Charges in the Second Canse for Discipline that he is
subject to disciplinary action under Section 5100(1) in that he was disciplined by the Securitiet
and Exchange Comfnission; and,

C.  Adpits the Charges in the Third Cause for Discipline thatae is
subject to disciplinary action under Section 5100 in that he violated Section 5063 for failing to
notify the Board in writing within 30 days of his being denied the right of appearing or practi¢ting
before the Securities and Exchange Commission,

S. Respondent agrees that his Certificd Public Accountant Certificate is
subject to discipline and he agrees to be bound by the Board of Accountancy's mmposition of
dscipline as set forth in the Disciplinary Order below.

C GENCY

10.  The parties understand and agree that facsimile copies of this Stipulaterd
Settlement and Disciplinary Order, including facsimile signatures thereto, shall have the same
force and effect as the originals. _

11.  In cousideration of the foregoing admissions and stipulations, the parties
agree that the Board of Accountancy may, without furfher notice or formal proseeding, issug and

enter the following Disciplinary Order:
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1 DISCIPLINARY ORDER

T IS HERERY ORDERED that Certified Public Accouniant Certificate No.
38582 issued to Respondent Philip G. Hirsch (Respondent) is revoked. However, the revocaticn

is stayed and Respondent is placed on probation for three (3) years on the following terms and

conditions.

issued to Philip G. Hirgeh, is suspended for three (3) tonths. During the period of suspension

2
3
4
5
6 1. Actual Suspension. Certified Public Accountant Certificate No. 38582,
; .
8 || the Respondent shall engage in no activities for which certification as 3 Certified Public

9

Accomntant or Public Accountant is required as described in Busiuess and Professions Code,
© 10 ] Division 3, Chapter 1, Section 5051.

11 A Obey All Laws. Respondent shall obey all Federal, California, other

12 | states’ apd local laws, including those rules relating to the practice of public accountancy in

13 || California.

14 3 Submit Written Reports. Respondent shall submit, within ten (10) days
15 || of completion of the quarter, written reposts to the Board on a form obtained from the Board. -
16 || The Respondent shall submit, under penalty of perjury, such other written reports, declarations,

17 | and verification of actions as are required. These declarations shall contain statcments relative: to
18 | Respondent's cornpliance with all the terms and conditions of probation. Respondent shall

19 || immediately execute all release of information forms as may be required by the Board or its
20 || representatives.

21 4, Personal Appearances. Respondent shall, during the period of probation,
22 || appear in person st interviews/meetings as directed by the Board or its dusignated

23 || representatives, provided such notification is accomplished i1 a timely manner.

24 5. Comply With Probation. Respondent shall fully coxply with the ters
25 || and conditions of the probation imposed by the Board and shall cooperate fully with

26 || representatives of the Board of Accountancy in its monitoring and investigarion of the

27 || Respondent's compliance with probation terms and conditions.

28\ /11
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6. Practice Investigation. Respondent shall be subject to, and shall permit,
practice investigation of the Respondent's professional practice. Sucha practice investigation
shall be conducied by representatives of the Board, provided notification of such review i3
accomplished in a timely mannet.

7. Comtply With Citations. Respondent shall comply with all final érders
resuhing from citations issued by the Board of Accountancy.

8. Tolling of Probation For Out-of-State Residence/Practice. In the event
Respondent should leave California to reside or practice outside this state, Respondent must
potify the Board in writing of the dates of departure and return. Periods of non-California
residency or practice outside the state shall not apply to reduction of the probationary petiod, or -
of any suspension, No obligation imposed herein, including requirements to file written reports,
reimburse the Board costs, or make Testivution to consumers, shall be saspended or otherwise
affected by such periods of out-of-state residency or practice except & the Written direction of the
Board.

9. Violation of Probation. If Respondent violates probation in any respe,
the Board, after giving Réspondmt notice and an opportunity to be heard, may revoke probaticn
and c:-irry out the disciplinary order that was stayed. 'If an acchsation or a petition to revoke
probation is filed against Respondent d;ning probation, the Board shall have continuing
jurisdiction until the matter is final, and the peried of probation shall be extended untl) the matler
is final.

10.  Completian of Probation. Upon successful completion of probation,
Respondent's license will be fully restored.

1].  Cost Reimbursement. Respondent shall reimburse 'the Board for its
reasonable costs of investigation and prosecution of $5,000.00. The payment shall be made
within 6 months of the dato the Board's decision is firal.
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ACCEPTANCE
Y have carefilly read the Stipulated Settlement and Disciplinary Order. I

understand the stpulation and the effest it will have on my Certified Public Accountant
Certificate. 1 enter into this Stipulated Settlement and Disciplinary Order voluntarily,
knowingly, and intelligently, and agree to be bound by the Decigion and Order of the Board of
Accountancy.

pATED: /R/7 3/05

PHILIP G. CH
Respond

ENDORSEMENT
The foregoing Stipulated Settiement and Disciplinary Order is hereby resp ectfully

submitted for consideration by the Board of Accountaney.

DATED: // 3 /0 b

BILL LOCKYER, Attorney General
of the State of California

ks

Deputy Attorney General

Attorneys for Complainant

DO) Maner [D:  SD2004800266 / 70046039.wps
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121 29th Street -
Newport Beach, CA 92663

Certified Public Accountant Certificate No.
38582
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BEFORE THE
CALIFORNIA BOARD OF ACCOUNTANCY
DEPARTMENT OF CONSUMER AFFAIRS

STATE OF CALIFORNIA
In the Matter of the Accusation Against: Case No. AC-2004-24
PHILIP G. HIRSCH OAH No. L-2005060708

Respondent.

DECISION AND ORDER

The attached Stipulated Settlement and Disciplinary Order is hereby adopted by

the Board of Accountancy as its Decision in this matter.

This Decision shall become effective on __ February 24, 2006

It is so ORDERED January 25, 2006

FONHE BOARD OF ACCOUNTANCY

P11
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Accusation No. AC-2004-24
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BILL LOCKYER, Attomey General

of the State of California
KAREN L. GORDON, State Bar No. 137969

Deputy Attorney General
Califomia Department of Justice
110 West "A" Street, Suite 1100
San Diego, CA 92101
P.O. Box 85266
San Diego, CA 92186-5266
Telephone: (619) 645-2073
Facsimile: (619) 645-2061
Attorneys for Complainant

' BEFORE THE
CALIFORNIA BOARD OF ACCOUNTANCY
DEPARTMENT OF CONSUMER AFFAIRS
STATE OF CALIFORNIA
In the Matter of the Accusation Against: Case No. AC-2004-24
PHILIP G. HIRSCH
121 29th Street ACCUSATION
Newport Beach, CA 92663 '
Certified Public Accountant Certificate
No. 38582
Respondent.
Complainant alleges:
PARTIES
1. Carol Sigmann (Complainant) brings this Accusation solely in her official

capacity as the Executive Officer of the California Board of Accountancy, Department of
Consumer Affairs. |

2.. On or about September 23, 1983, the California Board of Accountancy
issued Certified Public Accountant Certificate Nurnber 38582 to Philip G. Hirsch (Respondent).
The Certified Public Accountant’s Certificate was in full force and effect at al] times relevant to

the charges brought herein and will expire on December 31, 2006, unless renewed.
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JURISDICTION
3. This Accusation is brought before the California Board of Accountancy
(Board), Department of Consumer Affairs, under the arrthority of the foﬂowing laws. All section

references are to the Business and Professions Code unless otherwise indicated.

STATUTORY PROVISIONS

4. Section 5100 of the California Business and Professions Code (hereinafter -
Code) provides, in pertinent part, that after notice and hearing the Board may revoke, Sus:penvd, or
refuse to renew any permit or certificate for unprofessional conduct, which includes, but iis not
limited to, one or any combination of the following:

(h) Suspension or revocation of the right to practice before any
governmental body or agency;

(1) The imposition of any discipline, penalty, or sanction on a
registered public accounting firm or any associated person of such firm, or both,
or on any other holder of a permit, ce&ific_:ate, license, or other authority to
practice in this state, by the Public Company Accounting Oversight Board-or the

United States Securities and Exchange Commission, or their designees.

5. Section 5063(a) of the Code states, in pertinent part, that a licenses ghall
report to the Board in writing of the occurrence of any of the following events occurring acnhn or
after January 1, 1997, within 30 days of the date thf; licensee has knowledge of these events:

(3)  The cancellation, revocation, or suspension of the right to practice as

a certified public accountant or a public accountant before any governmental body

or agency.

6. Section 5107 of the Code states:

"(a) The executive officer of the board may request the administrative law judge,
as part of the proposed decision in a disci;ﬁlinaxy proceeding, to direct any holder of a permit ot
certificate found to have committed a violation or violations of this chapter to pay to the board all

reasonable costs of investigation and prosecution of the case, including, but not limited to,

attorneys’ fees. The board shall not recover costs incurred at the administrative hearing.
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1 (b) A certified copy of the actual costs, or a good faith estimate of costs ‘vhere

2 || actual costs are not available, signed by the executive officer, shall be prima facie evidence of

3 || reasonable costs of investigation and prosecution of the case."

4 FIRST CAUSE FOR DISCIPLINE

5 (Suspension by Governmental Agency)

6 7. Respondent is subject to disciplinary action under Code Section 5100(h) in

7 || that Respondent has been denied the right to practice or appear before the United States
8 || Securities and Exchange Commission. The circumstances are as follows:
9 A. On May 22, 2003, in a case entitled Ir; the Matter of Philip G. Hirsch,
10 || CPA, Administrative Proceeding File No. 3-11133, the Securities and Exchange Commission
11 || ("Commission") issued an Order Instiguting Public Administrative Proceedings Pursuant to Rule
12 | 102(e) of the Commission’s Rules of Practice, Making Findings, and Imposing Remedial
13 || Sanctions ("Order")."! Pursuant to the Order, Respondent was denied the privilege of appearing
14 | or practicing before the Commission as an accountant. After one year, Respondent may request’
15 | that the Cornmission consider his reinstaternent subject to certain conditions. The Order was
16 || based upon the following action:
17 The Securities and Exchange Commission in its order found that Respondent
18 || failed to comply with Generally Accepted Auditing Standards (GAAS) in the conduct of
19 || SmarTalk’s 1997 audit. Specifically, Respondent failed to adequately test management’s
20 || commitment to a detailed exit plan prior to year-end 1997. ‘Respondent failed to adequately audit
21 |[ the reserve for contract termination fees. Respondent failed to adequately audit the reserve for |
22 | inventory write-downs. Respondent failed to adequately audit the reserve for asset write-downs

23 || associated with offices purportedly to be closed in 1998. Respondent failed to adequately audit

24 || the reserve for severance benefits. Respondent failed to adequately audit SmarTalk’s

25 ,
26 1. Rule 102(e) (1) (ii) provides, in relevant part, that:
27 The Commission may . . . deny, temporarily or permanently, the privilege of appearing

or practicing before it . . . any person who is found . . . to have engaged in improper
28 professional conduct.
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1 || establishment of general reserves. Respondent failed to ;déquately audit the improper charging
2 || of 1997 operating expenses against the restructuring reserve.

3 The order also stated that Respondent engaged in improper professional conduct
4 || within the meaning of Commission Rule of Practice 102(e) by failing to maintain an attitude of
5 || professional skepticism, failing to obtain sufficient competent evidential matter, failing t>

6 || exercise due professional care, and failing to render an accurate audit report.

7 SECOND CAUSE FOR DISCIPLINE -
8  (Discipline by the U.S. Securities and Exchange Commission)
of 8. Respondent is subject to disciplinary action under Code Section 5100() in

10 || that Respondent has been disciplined by the United States Securities and Exchange Commission,

11 || as more fully set forth in paragraph 7 (4).

12 ‘ THIRD CAUSE FOR DISCIPLINE
13 (Failure to Report Suspension of the Right to Practice
Before the U.S. Securities and Exchange Commission)
14
15 9. Respondent is subject to disciplinary action under Business and

16 || Professions Code section 5100 in that Respondent violated Code section 5063 for failing to
17 || notify the Board in writing within 30 days of his being denied the privilege of appearing or

18 || practicing before the Securities and Exchange Commission as an accountant.

19 ///
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PRAYER

WHEREFORE, Complainant requests that a hearing be held on the mattess herein
alleged, and that following the hearing,. the California Board of Accountancy issue a decision:

1. Revoking or suspending or otherwise imposing discipline upon Certified
Pablic Accountant Number 38582, issued to Philip G. Hirsch;

2. Ordering Philip G, Hirsch to pay the Board of Accountancy's costs in the
investigation and enforcement of the case according to proof at the hearing, pursuant to usiness
and Professions Code section 5107; and

3. Taking such other and further action as deemed necessary and proper.

DATED: A@MM(

CKROL SIGMANN
Executive Officer
California Board of Acttuntancy
Department of Consumer Affairs
State of California
Complainant
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